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Total trade — the sum of 
exports and imports — rose by 
24.2% to $192.532 billion from 
$155.026 billion in 2020.

In an e-mail, ING Bank N.V. 
Manila Branch Senior Econo-
mist Nicholas Antonio T. Mapa 
said the jump in trade was due 
to base effects because 2020 
was “an abnormal year ” due 
to the strict lockdowns that 
caused supply chain disrup-
tions. 

He said 2021 was “an excep-
tional year,” as the economy 
gradually reopened. Trade levels 
in the past two years were still 
below 2019 levels.

“Although we did see a bit of 
catch up in terms of restocking 
of inventory and return to some 
level of normalcy for business 
activity, the pace of global trade 
had yet to fully normalize,” he 
said.

“One reason for this was the 
fact that the Philippines still 
faced two lockdown episodes 
in 2021,” he added, referring 
to the strict lockdowns imple-
m e n t e d  t o  c u r b  a  s u r g e  i n 
coronavirus disease 2019 (CO -
VID -19) infections in April and 
August last year.

The country experienced 
an Omicron-driven COVID -19 
surge in January this year, but 
infections have considerably 
declined since then. Metro Ma-
nila and other areas have been 
under the most lenient alert 
level since March.

“The export sector was domi-
nated once more by the mainstay 
electronics sector, which not 
only benefited from base effects 
but also from the stark pickup in 
demand for these products due 
to the global chip shortage,” Mr. 
Mapa said.

“Imports were dominated by 
the spike in fuel imports, driven 
by an increase in both volume 
and value.”

Manufactured goods, which 
accounted for 82.9% of exports 
last year, rose by 15% annually to 
$61.867 billion.

Electronic products, which 
made up 56.9% of the total ex-
port receipts and almost a third of 
manufactured goods, grew by 12% 
to $42.495 billion. 

Semiconductors, which ac-
counted for 41.7% of exports and 
more than a fourth of electronic 
products, increased by 7.4% to 
$31.161 billion.

Exports of mineral products 
went up by 16% to $5.908 billion 
last year from $5.093 billion in 
2020. These goods accounted for 
7.9% of exports last year.

It was followed by other manu-
factured goods (up 25.7% annu-
ally to $4.528 billion) and other 
mineral products (up 25.7% to 
$2.527 billion).

Imports of raw materials and 
intermediate goods, which ac-
counted for 40.7% of the total 
import bill last year, jumped by 
32.7% to $47.988 billion.

With a 30.1% share of the 
total, capital goods climbed by 
19.2% to $35.471 billion from 
$29.752 billion.

Consumer goods, which ac-
counted for about 16% of the total 
bill, rose by 22% to $18.852 bil-
lion.

The United States was the 
main destination of the country’s 
products, with a 15.9% share at 
$11.849 billion. It was followed 
by China (15.5% at $11.553 bil-
lion) and Japan (14.4% at $10.725 
billion).

China was the country’s major 
source of imports with $26.799 
billion, accounting for 22.7% of 
the total. It was followed by Ja-
pan’s $11.108 billion (9.4% share) 
and South Korea’s $9.351 billion 
(7.9%).

The Philippines had trade sur-
pluses with Hong Kong ($6.663 
billion), the United States ($4.098 
billion) and the Netherlands 
($1.683 billion). 

It had the widest trade defi-
cits with China ($15.246 billion), 
Indonesia ($7.579 billion) and 
South Korea ($6.777 billion).

Mr. Mapa expects demand for 
electronics this year to remain 
robust, but it could moderate as 
global growth slows due to the 
Russia-Ukraine war. Demand 
for food exports might  rise this 
year, he added.

“This year, we face new head-
winds in the form of renewed 
supply chain bottlenecks and 
the disruption brought about 
by the Ukraine war. Both the 
International Monetary Fund 
and World Bank have trimmed 
their respective global growth 
p r o j e c t i o n s  w h i c h  s u g g e st s 
that global trade will  likely 
moderate in the near term,” 
he said.

The IMF raised its Philip-
pine economic growth forecast 
this year to 6.5% from 6.3%. The 
World Bank cut its outlook for the 
country to 5.7% from 5.8% due to 
the impact of Russia’s invasion of 
Ukraine.

Both projections fell below 
the government’s 7-9% target for 
2022.

The government expects ex-
ports and imports to grow by 6% 
and 10% this year. 
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PHL digital economy:
$40 billion by 2025, despite Omicron
THE OMICRON SURGE doesn’t 
dampen expectations that the 
Philippine internet economy 
will hit $40 billion in terms of 
value by 2025.

“We don’t look at our 
estimates from an event point 
of view because we can’t 
forecast individual events like 
Omicron and who knows what’s 
going to happen next,” says 
Willy Chang, associate partner 
at Bain & Company. “It’s based 
on foundational views.

In this B-Side episode, Mr. Chang explains 
the e-Conomy SEA Report released in November 
2021 by Google, Temasek, and Bain & Company to 
BusinessWorld reporter Revin Mikhael D. Ochave.

He identifies “pockets of opportunity” for small 
and medium enterprises and how they can become 
part of Southeast Asia’s fastest-growing digital 
economy. “The headroom for growth is tremendous.” 

 >>> https://spoti.fi/37rRiaN

The central bank now expects inflation to hit 4.3% this year.  
“BSP may attempt to point to the supply side nature of the 2022 

inflation breach as reason for standing by and delaying rate hikes. 
However, it is now becoming clear that second round effects have 
surfaced and inflation expectations are fast becoming de-anchored,” 
he added. 

The BSP has kept its policy rate unchanged at 2% since November 
2020 to support economic recovery. 

The Monetary Board will hold its next policy review on May 19. 
BSP Governor Benjamin E. Diokno has said they might raise rates by 

the second half. He said they were prepared to take “preemptive action” 
should inflation go significantly beyond the target. — Luz Wendy T. 
Noble

“So, we’re not worried about 
the repayment, but we have to re-
ally grow out of the debt. In other 
words, expand our economy by 
better than 6% per year, over the 
next five or six years.”

The Philippines ended 2021 
with P11.73 trillion in outstanding 
debt, pushing the debt-to-gross 
domestic product (GDP) ratio to 
a 16-year high of 60.5%. This is 
higher than the 60% threshold 
considered manageable by mul-
tilateral lenders for developing 
economies.

Outstanding debt stood at a 
record P12.09 trillion at the end 
of February.

The government set a 7-9% 
GDP growth target this year, and 
6-7% in 2023, as it expects the 
economy to bounce back from the 
pandemic.

However, the Russia-Ukraine 
war would weigh heavily on the 
Philippine economy’s recovery, 
Mr. Dominguez said, citing the 
impact of the war on oil and grain 
prices.

UnionBank of the Philippines, 
Inc. Chief Economist Ruben 
Carlo O. Asuncion said the Philip-
pines is likely to achieve more 
than 6% GDP expansion in the 
next few years since it was the 
“norm” before the pandemic dis-
rupted the growth momentum.

The outlook may be clouded 
by uncertainty from geopolitical 
risks, China’s potential economic 
slowdown, and global monetary 
policy tightening, he said in an 
e-mail.

“All these put pressure on 
trade performance, remittance 

inflows and real investment,” Mr. 
Asuncion said. “Moreover, there 
are domestic uncertainties from 
the results of the May national 
elections. Investors are weighing 
carefully and watching the in-
ternal developments that would 
form part of future investment 
expansion decisions.”

ING Bank N.V. Manila Senior 
Economist Nicholas Antonio T. 
Mapa, said the country is unlikely 
to sustain more than 6% growth 
in the next few years.

“We believe the country will 
continue to post robust growth 
in the coming three years,” he 
said in an e-mail. “We believe 
however growth momentum 
has been significantly impaired 
by the pandemic and several 
headwinds point to growth 
m o d e r a t i n g  t o  r o u g h l y  5 % 
through to 2024.” 

“We could see growth fall be-
low the official 7-9% target, and 
even below the 6% threshold set 
out by Mr. Dominguez.”

Several multilateral institu-
tions’ growth projections for the 
Philippines are below the govern-
ment’s 7-9% target. 

The International Monetary 
Fund (IMF) and ASEAN+3 Mac-
roeconomic Research Office 
(AMRO) gave a 6.5% GDP growth 
forecast for the Philippines this 
year, while the Asian Develop-
ment Bank (ADB) expects a 6% 
expansion.

For 2023, AMRO sees the 
Philippine economy expanding 
by 6.5%, while the IMF and ADB 
both forecast 6.3% growth. 

Only the World Bank gave low-
er than 6% GDP projections for 
the Philippines — 5.7% GDP for 
2022 and 5.6% for 2023 and 2024.

EYE ON FED 
Meanwhile, Mr. Dominguez said 
the Philippines would be closely 
watching the Federal Reserve’s 
monetary policy normalization 
before making its own policy ad-
justments. 

“We don’t want to be behind 
the eight ball here because if the 
US raises their interest rates, 
people in the Philippines will, 
of course, want to follow those 
rates. We have to make sure we 
balance the need to grow, the 
need to fight inflation and the 
need to preserve our capital,” 
Mr. Dominguez, who sits on the 
Monetary Board, said.

The US Federal Reserve in 
March began raising interest rates 
by a quarter percentage point to 
tame decades-high inflation.  

The Bangko Sentral ng Pilipi-
nas (BSP) has kept rates steady to 
support economic recovery.

In March, inflation in the Phil-
ippines quickened to 4%, match-
ing the upper end of the central 
bank’s 2-4% target. 

BSP Governor Benjamin E. 
Diokno has said inflation could 
breach the target in the second 
half due to surging global oil 
prices. He has said they were 
still keen to start raising inter-
est rates by the second half, 
when they expect the economy 
will have likely returned to its 
pre-pandemic level. 

The Monetary Board’s next 
two policy-setting meetings are 
scheduled for May 19 and June 
23. Its first review in the second 
half is on Aug. 18. — Tobias Jared 
Tomas
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A HEALTH WORKER prepares to administer a coronavirus disease 2019 vaccine at 
a vaccination facility in Quezon City, June 23, 2021. 


